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Chivese resction to Korecen developments !

GENERAT,

Thinats concern over recent events in horca was emphes’ & L. Pobewnry 1o
when Foreipgn Miaistiy spokosman Chih Thaoying analits 3 et g Chinese Goverins
ment will Ttake no copriszance of any rovernuent set vy in Uor 2 thet is nok
established in asccordance with the decisions of the Uritnd T -long Asgembly” ov

the ‘‘osoow Agrcement of Decewber 1945. AL bthe sore tiie he rated that Chine
would not recogmize the "North Xorea Democratic Peenlu’p fope 1ice."  The Chingee
Foreign Office maintalns strongly thes elentions shorld ba heid in Southsrn Foyez,
but believes the US must accompany this eahbicn by giving any 2w movarmument
suffiocient militery force with vhich to defend itsell, evoen ~ this requires ol
the US Army of Occupation remalm in Kores indefinitely.

Philippine oppositlcn to US policy in Japan
gnﬂoaﬁ'cne That the Phillpoine Repubiic is develoniny ¢ less comoilinto ey

sttituds toward US poliecy in Japen have been noted rcomvily, In 2 spesoh im
Yapnila on 17 Februnfy, Carlos P, Romulo, Phllippine fizboaaadrr to the Wmibed
Mations, stromgly ovopossd any liberalization of the occupatvica policy im dapan.
This pronouncement was closely followed by e sharply worded rtatement from the
Fhilippine Forelpgn Offloce rejeoting e SCAP visa vegnest for Japanege fishering
experts scheduled to attend the UN-F'AQ conference now roetine in Baguio.

In resent months public opinion snd the press in U Ph:1ippines has re-
fleoted inoreasing oritloism of the Japanese occupatior. Filipines are fearful l
that the "soft policy” of the United States wlll permit o resurgonce of indusirisl -
and militaristio Japan directly affeoting their seewrity aad retarding thelr ;
esconoml.c recovery. The fecent statenent by Pomulo which hi: noted wes 1w "obadie
to ths diotntes of his govermment® is et veriaunce with the previous ettitude of
FPhilippine spokeswen and is undoubtedly mere truly refiseilvw. of public opinion
It may alsoc be interpreted as e further effort tc develop o ironger barganing
bagie for the recent requests for additionmnl fincnainl o1d $eom the Unlted Stote
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Ashida elaected Jupunase Tremicr. Hitoshi Ash'da, heud »° "0 conservatl ve
Jemocrx=tlo Parﬁ;, viag olectad rreniar hy the lower housa oi Uhe Dlet on 21 Pabiniioi.
Ashida obtuined 216 votes Lo 180 Jor his rival, fovmer Pra "er Shigzeru Yoshi ln » a0
heads the congerwvative Iiberal Party. Howcwm, the Touse o3 Councillors, tha u, o
house, jave Yoshida 104 votes to 10Z for aAshida. Tho Coust “cat* on provides thal

if tho ugpor house fuils to rubify the vote of the lower ho e the 1&1, Lerts luo o
v 1l prevail altor ton dayse.

Ashida hopes to bo able to rorm a coalition of Demoor s, Socialicts and

- Peorle's Cooperuiiven, the same nartios thal formad Yutasw ats Capd vm‘t, Towy Lol
- » : .

Y

ving Soclalists Pwrty hias Hubliely refused to sy sort se:h eoalltione TE 'u
mlikely that tho Liborals would join a Cabiuvet under fa . o or the Donocrata o
under Yoshida, Vhetiwr the Democrets or Libarsls can "o o Coblnet s epon Lo
question, Should either one succecd the foundutions ol Lh Cabinet should prove
50 unstablo as to require a goneral clection wishin a few ronthse

Japanese Diet inwvest®iating illegal property Gransactions. The Dist appointed an

Tllegal Property T%anqactw on Investipavion ComnLoce in Jwusry bo resort on the
illegal disposal of supplies of the former Jupanese Army and Havye Jugauema Ay
and Navy su‘;plves were naturally surrenlered %o the Occuratlon Forces after tre
surrendor. Those itoms of a non-military nature wsere returned to the Jupuncss
Gov.rnment Zor the use of the civilian population. Greab hoards of these supplies
mysteriously disappeared from oificial churngls 4o reca psar on the black murket.

I has become increasingly clear that the iinancial support behind many Diel
membors has had a close comnection with tieso supplisse i re ort on this s.bjisct,
if made, could have severe roperoussions within the Dish. 7.3 scandal probabi

will fall most heavily on She Liberals and the Democratz, :th cons rvitive pesl.. .
There are cortain prom’'nent; left wing Socialisis, however, vio may also be impii-
catedoe A rejport, if made before the next general election, would rovide asoneil. -
uble politieal oa itale

Doononicse Accordin; bHo KYONO, the Molding Cc: %5
has completed the bask of designating former !:
ot ssolved or reorganizede A total of 83 holdin; heen dngipnit
which § were the lealing Zaibatsu, 40 influenilal _ n,; cornanliasy, '?}
subsidiary companies, 2 electric cormwi’catfons companics w d 16 provincial Zu'lLiibnie]
organizations.s The WILC is now to compl .te the dissolution, roor anize thoge I
not marked for dissolution and dispose of the large unoumt of seouritias talon ovo
from the Zuibabsue These securities, ronortedly wvalued at 6,5607,000,000 yen ars w
be traunasferred to the Securities Coordinuting LLqu idation Cormittce (871.C), vhich
in turn will sell thom to “he publice .ilready, the SCLZ has sold such securitic:
valued at 101,020,000 yeno ‘

eny Licvaldoilon Cosmission (60
hageu eorans Ln @ which ure e Lo

TV
14

The wealth and rosources of the Zaihabsu were one o “le oniel fnotors
enabl?ng Jujan to embark upon a major twar; hence, the dius -l usion of the Zalbalbsu
and the reorsan’ zation of their constituont Jirns is oms o the major oecocu .atlon
solicies of Jajan. There appears %o bo little conbroversy tras the Zaibatsu eherlu
be digsolved. Howover, bhe rarmer and extent of the reor n:lzation has resultel in

heated polemice The g reater part of the objectlon has ernicred on the economic
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decentralizat’on leg’slutlon which woul i s-1it up "oxeessive suconbration” ol
ersnomic power. It is clained by those adverse bte such pollicy Lhwd thic lepislie
tion will Ycorrmnlze" the Jupanese eccacry. Cia the other hwnl, the propoaents of
8 soliey claim that "t will be iryplemsnted judictously ard that only thoge
conconbrations will be dissolved or reoranized which oy’ *e cun cbviously
usud Lo nanipulate Jupwnese econonic and political ower Gewn~l war,

Report on activali.ow oi Roresn Yeopie's irmy. Ustimial ©odgc hes &b
rdtted a report of obscrvations mace under sone difficuliles .y Anericar offive:
in Yyongyang of the oflficiel activation cerencunies of the fo:.:en secple's Sy
on 8 February 19408. Included in this report is the felleowine siinifcont
infornation:

Present at the ceremonies were the Commander off the Soviat Zone,
Lt. Cen. Korotkov, Soviet Chief of Staff Shanin, other Sovie! gererals, Shaive
man of the Feople's Comuittee Kim I1 Sung and Chai:~an of *he Praecidium of
the reople's Assembly ¥im Doo Bong. :

In his speech, Kim J1 Sung enghasized three points: (1) the Korean
People's Army is the first amy in the history of Korea; (2, its purpose is
to defend the people of Forth Korea and the new reforms they eniov arainst
any enery; and (3) the people must strengthen and improve the amy. The
official title of the arny is "Korean Feople's Army* and not "Korth Xorean
People's Amy." : -

The opening cerencnies were followed by a paraide of not wore thon
10,000 picked troops from the lst and 2nd divisiens. All ve-icles, cyuip~
ment and armms were of voviet origin and, althourh used; werc clean end in
excellent condition. Good discipline was noted ai the parade. What Pyangvang
radio described as masses of fighter planes were actnally iwe training mceno-
Flanes and one biplane Lsaring the Korean naticnal emblem and drorping propa-
ganda leaflets. -

It has been reporied from another scurce that the North Krrean People's
Committee is planning to conscript for the Feople's Army in the near future.
fJthough this report is unconfirmed, G-2 2Lth Corps comments that the of'fictiel
acti ation of the People's Army and the formation of a Departuent of National
Defense (also announced by Radio FPyon;yang on 8 February) corstitutes a
legal basis for a conscription program.
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CHINA

Kilitary

Last vieek the Comrmnists assuulied and captagred the important
steel city of anshan, The heavy concentration of Companist units in the
area south of lmlcden presents the greatest immediuste thwreut (o the Hationzl-
ist garrison there, The actuzl fnll of Liukden, where shortages of food,
fuel, and pover are growing increasingly acule, would signal the end for
the Nationalists in Manchuria. There was also considerable action north—-
west of Mukden where Faku and several points on the rail line to Hsinmin
fell to the Communists. It was quict on the wilitery froats of North and
Central Chima. A report from Taiyuan, provincial ea;ftal of Shansi, states
that 150,000 Commmists are becoming dangevously active morih, west, and
south of that city. It is doubtful that such a lerge number of Commmists
are in this area or that Taiyuan is immedliately throatened. ILate dis-
patches indicate that at least two of Chen Yits colwnns did not join in
the move to s outhwest Shantung but remained in the region east of Hsuchang,
Homan, .

Political

, Tu Yush-sheng, head of the Shanghai underworld, power among the
business interests and political strong man, predicts for Shanghai "100 days
of trouble" beginning with the upheaval of the past month. However, he feels
that there is no danger to Shanghai at present and does not fear a serlous
uprising. Tuts position in the city offers him a peculiar capability for
Judging events, although the note of encouragement me) result from a con~
sideration only of his own very profitable enterprises. Nonetheless, his
verdict generally agrees with the US Ambassador's analysls,

The iknifesto of the Chinese Peoplets Liberation Army signsd by
Clm Teh late in 1947 agrees closely with lMao Tso-tung's speech of 25 De-
cember. The lanifesto presents aims for (1) an united froat to overthrow
Chiang and creation of a democratic coalition governmont, (2) punishment
of civil war criminals, (3) introduction of civil freedoms, (4) end of
corruption, (5) confiscation of property of the four loading familles, (6)
equal distribution of land, (7) acknowledgement of racial equality and su-
tonomy of minorities, (8) removal of imperialist control in foreign policy.
In general, the lienifesto is a call to the people to desert Chiang, Several
specific points are listed that Mao did not mention but they are all in
line with lao's general policy. The two documents are closely parallel
in tone and present a completely harmoniocus political position. No possi-
bility of any compromise with the lational Government is held out,

The Chinese delegate on the UN Trusteeship Council on 19 Febru-~
ary intimated that China would not support rroposcls to create an armed
force to guarantes the UN Palestime partition. Liu Chieh, in a speeial
statement before the Council, stated that China hed abstained from voting
for partition and did not believe that a good Palestine eolution could be

wrought by force.
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The Soviét Consul-General at Shanghai, Fecdor Khalin, has been
reported as departing for loscow on leave. Xhalin has been variously es-
timated as an ineffective official as well as "one of Russia's foremost
authoritics on China", and his return was preceded hy rwacrs of an impend-
ing shift in his present post. Howsver, his departur:, following the re-
cent recall to Moscow of Soviet lilitery Athache liajor Gensral V. Reschin,
tends to point up reports of a conference to be hzld in lioscow on the USSR's
policy toward China, :

liconomic

eremP_t_j;ces. Although fluctuations were apparent, the
Shanghai money and cormodity morkets did not run vildé over the Lunar New
Year (10 February) as predicted by many economists on the China scene.
Foreign currency exchange was surprisingly steble, while prices adwunced
at near the January pace, about 6% a week. The US aid proposal of US $570
million my well have been a temporary stabilizing factor, Recent reporte,
however, indicate thet the period of stability moy be short-lived, The
blackmarket selling rate for US dollars fluciuzted between CN $210,000 and
223%000 on 19 Felruary whils the US $ TT raie was reported between
CN $235,000 and 240,000, Blackmarket gold bars touched CN £$150 million
per 10,0471 troy ounces (equivalent to US 71.43 andounce), Blackmrket
rates a week before (12 February) stood at about CN §$180,000 for US dollars,
and CN $130 million for gold burs. The commodity price index at Shanghai
increased at about 5% per day between 14~18 February. In spite of the
Government's dumping of lerge stocks at Shanghai, rice ws reported selling
at CN 2,200,000 & picul.

Aluminum. The Chinese Hotional Resources Camniasion and the
Reynolds letals Co. of New York have announced the signing of a prelimincry
agreement, subject to Executive Yuan approwval, for expansion and joint
operation of aluminum facilities at Takao, Taiwan (Formosa). The Takao
plant is now reported to be producing at the annusl rute of 4,000 tons, and
China hopes to increase this to -over 20,000 tons. -
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IRDONESIA
Levcguation of 24,000 Rapwhlican tioops. from Lutch=held ler=

ritory in Indonesie under the %torms of the 17 Jonunyy truce sgreenent marks
one of the firet iprtancer of successful Duteh~Republic n cooperstion., 1t
ie quite aprerent that the Rerublic has exerted specisl fforte to inswre
success of the tmice since ite breskdown woulé cleaily :ive the Duteh o key
position in future politicel negotiatioms. Fasilure of the truce would have
given the Dutch an excuse to recume nolice actiore on the grounde that the
Republic did not ''eve full conirol of its foress ard herce could not maine
tain internal order. Continved succer-ful impleomenieti-n of the truce vill
improve the chercers for a dursble politicel eettlencrt =rd +111 help rertore
the Republic's rrostige in the syes of foveirr couwrirle . In ghert the
Republic reecms to hsve rade immediste troed military conc-esions to the
Duteh in order t~ ain long=-torm roliticel nivepta o,

FRENCH K
Possibility of Ho C.3 Iinh's Inelnsion in & Few Indockiia Rerime

Developmente in the French scheme to institute = rogime in Indochina
under former Ammamite enperoyr Feo itai incicete that the roeesibility of in-
cluding Ho Chi ¥inh in the new govermment hee further compllestod the settle~
ment of the Vietnam problem. “Thether Ho ea: or will be Trought into the gov-
ernment will devend nartly upon the conditione undor viich Fao Dai retwrne.
Ubserverrs who belleve that reconcilistion betresn the t o leaders ir poreible
recall that Ho har egald te would yield %o anyone who coirld atisin the desired
unity and indeperdence for Vietnam. Sigrificsat in tils cownection, sl:zo,
wae High Commiseioner Eollaert's recert cststement thet the inclueslon or exe
clusior o® Ho in Beo Dai's ne~ vegime war en i ternal Vistnemese affair,
avparently an attomnt to divoree the French from the C'n.mate cuestior of
relations vith Fo, On the other hand, Hadio Vietnem I,,v - made only infre=
quent references to the former zmmeror znd Viet Uinh >7ort-er.=.' heves racently
attacked Bao Lni ar a feeciect and an erclsver of Viet-aun., The baric fuct
renains, hovever, trot nros-ecte for peace are negligitie vithout Hels pore—
ticipztion in peace negotiations —ith the French.

S1A%

tionslist movement in the npredominen 1bly Yeleven povulstion in
gouthern Siam hee heen given impetus by the growth of tre ran-lalaymeian
movement ne exemplified by the establisbmart of‘ the laley Federatdon and
the Republic of Indonesie., These irlay stotes comprist 5 Claw’es four souths
ern-most vprovinces, o-ce Inderendent rultonates; have b 3

2 U-n under Tlamers
sovereignty since the 1¢th certrry. Trere have beer 2y attempts by the
Kalays to revolt apeinst the fiames~ vk;cl have invaria’ iy led to viecleant
Siamese suppreesions. fs z result, there hae girowr un @ eplrit of zpimositby
accentuated bty religiour differenre, vhich, iy 2n sbmoe linrs o0 politlcal
erd economic instability, ies findirg exprecsion in zaner~l laviesonses and
prepsration for further revolt.

This problem haes recently been aggreveted by the s: ract of saov-ral
>4 ,
lalay leaders w-o 'ave been agitesting for lhe tranefe. .7 the four Uouther:
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£1AE (continued)

srovinces fron Siamere control to thst of the lslay Fedsration. This devel-
opment hacs csured the {iemes. Government to -romise ~rorpt conslderation of
reveral remedies, mnong vhich sres (1) the civision of ths [outhern rrovincer
into seven edminietrative regions, as formerly, ir orda- to glve ror: caree
frl attention to the infivi‘uel necds of euch region, () the appointmert of
a promirent Moslem as High Comrissioner for the Yout'-r» frovincee, end {3)
the immedinte investigriion of isleysn grievances, o

The Sismere Government ic believed 4o be svare of ile -otential rerl-
ousnees of the gltuctlon snd vith the reeappoiniment of Ilminng Aphaiwong sc
Premier it is norcitle that the ‘elayan minority protlen ern ke zdecuelely,
it not eympatheticelly, administered. Unless this ic -chilcved, the . oubthern
Provinces will remoin a source of notentisl treuble, o ramifications of
vhieh could poseibly eovceed Lhie conTines of a marely domestic -roblem,

/

DHILIPEINES
USER-Philippine Trade Relations Pronosed by Coviets

The USEK kas recently stovn sn interest in establiehirg trade relations
witl. the Thilipnines derpite the fzect tret 1t tas not officially recopgnlized
tre Republic. Tentative negotictiores anparently hegap vith diecuesione neld
with Philippire officiale vhile the Joviet Trade teprerantetive in Jopan war
attending tre recert ICAl' confersnce in Yngulo. The USSR hae indicated its
desire to obtein eugsr, ab-ce, srd cocomut nrcoducts and is revworted to have
offered veper, plywood, lumber, window glass, end crabreate

Official Fhilippnire ~ititude “ar not heen clenrly stated eltroura it ie
reported that the Philippine Cepartment of Foraign iffeire '©e decided to
ellow trrde with: the USSR by nrivete irtererte.

he world merket is currently ~beorbing fhilirnine exrort surpluses at
record »ricer end the UFER rill have to male exceptionally ettrective offers
to dirert Fhilippnine trede from its normsl chenmrels, ~uotstions on {oviet
offers are being checked to determilne vhetber the UL 1e¢ setually reking a
real bid for rhilinnine trade.

Approved For Release 20




